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In Reply Refer To:

Date:

CERTIFIED MAIL

Dear Applicant;

We have considered your application for recognition of exemption from Federal income tax under
section 501(c)(7) of the Internal Revenue Code and have determined that you do not qualify for

tax exemption under that section. Our reasons for this conclusion and the facts on which it is
based are explained below.

The information submitted indicates that you were incorporated in the
Your charter states that your purposes are to promote social ties betweensiummmeer

Income from your organization is from annual membership dues, member rental fees for real
estate owned, and non-member rental fees for real estate, while expenses are incurred for the
general maintenance and taxes on the property per your Form 1024,

Your application indicates that your organization owns R
M. Only employees of GENENEENMENIP: ¢ ablc to become

members of your organization and are required to pay a one-time membership fee of ’and
annual dues of !«. When your members use the property, they are charged an additional fcq of
. Your application further explains, that this activity provides members a vacation home in

t a reasonable cost to promote social tics bctwcc'm
d The vacation property is located at GNP Thc : @
@l on the property.

The mcmbcrshii of this organization meets one time each year around -

At the meeting, each member draws lots for the days he/she will be able to use
the vacation property. There are currcntly.'xcmbcrs and each is entitled to use the property for
one week. General maintenance needs and suggestions for improvements to the property are also

discussed at this meeting. The annual meeting described above is the only time the membership
joins together.
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Section 501(cX7) of the Internal Re cnueCode acexnpts from taxation, clu"s organized for .
pleasure, fecredtionyand other nonprofitable purposes, substantially off of the activities of which .

are for such purposey bt o Bet CAMINGS of which inures to the benefit of any private
sharcholder, ™ Ak il d AT S g R
Section*1.50t{c)(7)-1(a) of the Federai deral Inc me Tax Regulations statcs (hif thie éxemptign

provided by section 504(a) for organizations described in Section 501(cX7) applies only to clubs
which are orgartized and-dpérated exclsively for pleasure; recreafion, ad other nonprofitable
*purposes;but does tiot apply to any club if'any part of its net earnings inures to the benefit of any
private shareholder, In general, ﬁusenccmpqgn extends to'Bscial and rédreation clubs which are
supported solely by membership fees, auesi and assessments. Hbéwever, clubggherwise entitled
to exemption will not be disqualified becauss it raises revenue from members through the use of
club facilities or in connection with club 1 T o
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by slling real estate, timber, or other products, is not organized and operated exclusively for

that th‘e club is engaging in busiaess and is not beihg operated exclusivclk‘tfqr plggggrq, recreation,.
or soc:a{&urposes. However, an incidenta] sale of property will not derive a club of its _

) % 3" RS

Rev. Rul. 70-32, 1970-1 C.B. 132 states that a flying club providing economical flying facilities
for its members, but having no organized social and recreationa] program, did not qualify for

Revenue Ruling 55.716, published in Cumulative B!:llctip' 1955-2, on page 263, states that the
absence of fellowsHip as a metSrial factor in the life oM Sisaftaci 5N sulted in nonregognition
of exemption to an association formed for the purpose of furnishing television antenna vice to
its members, Singe “community antenna” organizations generally do not afford opportunities for
perfonal contact among members, or if there is such contact, it is incidental to the primary .
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pdtpose;they are not entitled to exemption even though orgapnzgd not for profit xgl'g no part of i
their earnifgs inure 10 the benefit of sharcholders, ®* = -~ wvaaan " g

Revenue Ruling 69635, published in Cumulative Bulletin 1969-2, on page JgGxstates.that
although there ;s Na. statutory definition of “club” as used in IRC 501(cX7), it implies the
existerive b pé <BHd] ¢. ‘ntact, commingling, and fellowship among members, Generally, the lack
of commingling of members is an indication t# the basic purpose of the organization is only to
provide personal services and goods to the membership in a manner similar to commercial

Based on the information submitted, we have determined that your organization is operating in

essentially the same manner as the organizations described in the above Revenue Rulings and
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therefore; we hold tha £ you | are pnmanl / 0rgan opgated 1 to provxde personal serviiesand
goods to the m-mbc'ﬁh:p anq not pgmarily for fellowshxp, mutual mtercst #nd goals. The' Iumted
amiount of personal %onmgt among meqxbem isinci dental to the primary purpose of providing a

vacation home to members. There %ng mﬁeant e:ustence of personal contact, commmglmg,
and fellows!up among yourmem eT3, 5l S , .
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Therefor, we have co_ncluded hat you do not q‘ni’h&’f
organization described in section 501(c)(7) fthe In
this detemrmatxon,"you are required to file Federal in

iod : A
Ifyou do not agree with oﬁ'}a ,you ma &equest eonsndemtlon of' t}us matter by thc
Office of Regional Director of Apr ppeals’ i‘%xqu;:\% you should file a writtcn app-.al as explamed
in the enclosed pubhcatxon 892, Yo al should gwethe facts, 1aw; and any other. | e i
information to support your posmon.”lfggu‘ ﬁ“nﬁ hearing, plme request it when you ﬂle your ol
appeal and you will be contacted to amnge"" daté.‘ The heenng may be held at thc regional '
office, or, if you requesL at any mutually convement dxs trict office. " If you will be  represented by

someone who is no;_one of your principal’ office(s,\that person wxu need to filea proper power of
attorney or tax 1&0&@3&0:1 authonzatxon
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If you doir’t appeal this determmanon thlun 30 days fmm‘ the date of this letter as exp.amed in
Publication 892, this letter will become our ﬁnal determmatxon on this matter

Appeals submitted which do not contam all the documentauon required by Pubhcatxon 892 will
be returned for completxon. e

If you have any questions, please contact the person whose name and telephone number are
shown in the heading of this letter, -

Sincerely,

Enclosure: Publication 892




